The number of inpatient days also fell 1.9 percent during this period. Hospital capacity (measured by the number of beds available) decreased 1.2 percent, the adult occupancy rate was 68.0 percent in the quarter ending March, up slightly from the rate 1 year ago. The number of surgical operations (both inpatient and outpatient) increased 1.3 percent during this period. The growth in outpatient visits continued to slow, increasing only 3.4 percentage points above the level in the first quarter of 1988.
Operating expenses of community hospitals reached $47 billion for the first calendar quarter of 1989, up 9.7 percent from the same period a year ago (Table 1 ). This change was 2 percentage points lower than the increase between the first quarter of 1987 and 1988 (Table 2) . Inpatient expenses, which exclude the costs of operating outpatient facilities, were 7.9 percent higher in the first quarter 1989 than they had been 1 year earlier. Both expenses per patient day and expenses per admission rose 9.9 percent. 3,526.59 3,859.87 4,193.94 3,394.10 3,681.50 3,988.80 4,138.90 4,242.70 4,417.50 4,383 1 Adult occupancy rate is the ratio of average daily census to the average number of beds maintained during the reporting period. 2 Adjusted patient days is an aggregate figure reflecting the number of days of inpatient care, plus an estimate of the volume of outpatient services, expressed in units equivalent to an inpatient day in terms of level of effort. It is derived by multiplying the number of outpatient visits by the ratio of outpatient revenue per outpatient visit to inpatient revenue per inpatient day, and adding the product to the number of inpatient days. Average full-time equivalent (FTE) employment in community hospitals increased 1.3 percent between the first quarter of 1988 and the first quarter of 1989. FTE employees per bed grew 2.5 percent over the same period. The change in inpatient days and outpatient visits for 1978-89 is shown in Figure 1 . The change in beds and occupancy rate for the same period is shown in Figure 2 .
Private health sector: Employment, hours, and earnings
The growth rates of employment in the private health care industry 1 continued to exceed those of "all industries" (the nongovernment nonfarm economy), reflecting the relative insulation of the health sector from the business cycle. Employment in the private health care industry averaged 7.5 million persons in the calendar quarter ending March 1989, 6.4 percent higher than calendar quarter ending March 1988 (Tables 3 and 4) . Growth in total employment since the same quarter of 1988 has remained fairly stable over the past 15 months at 3.4 to 3.6 percent (Table 4) . ' The "private health industry" is defined by the 1972 Standard Industrial Classification (SIC 80), and excludes establishments controlled by Federal, State, or local government.
Between the first calendar quarters of 1988 and 1989 the average weekly hours for the private health industry, dentist offices, and all industries were unchanged. The hours for physician offices showed a 0.3-percent increase and for hospitals showed a drop of 0.3 percent for the same period. Average weekly hours in nursing and personal care facilities increased 0.6 percent (Table 4) .
Within the private health industry, employment and earnings experience varied by type of establishment. Nonsupervisory work hours (employment multiplied by average weekly hours) increased 8.6 percent between the first quarter of 1988 and that of 1989 for the office of physicians, compared to 3.4 percent in all industries.
Average hourly earnings for the 6.6 million full-and part-time nonsupervisory workers in the private health industry increased 6.7 percent in the first calendar quarter, compared with an increase of 4.1 percent in all industries.
Nonsupervisory payrolls (work hours multiplied by average hourly earnings) grew between 10.6 percent (in offices of dentists) and 14.4 percent (in offices of physicians and surgeons), averaging 13.6 percent for the sector. In contrast, payrolls in all private nonagricultural establishments were up 7.5 percent. Physician offices' payroll grew almost twice as fast as all industry payrolls in the first quarter of 1989 to lead the health sector in payroll growth (Table 5) . Type of establishment  and measure   Calendar year  1986  1987  1988  1988  1988  1988  1989  Type of establishment  and measure  1986  1987  1988  Q1  Q1  Q1  Q2  Q3  Q4  Q1 Health services (SIC 80) Total employment in thousands 6,535.7 6,827.8 7,227.7 6,423.9 6,688.3 7,040.4 7,163.4 7,299.3 7,407.7 7,494 The change in total employment for 1978-89 is shown in Figure 3 . The change in nonsupervisory average hourly earnings for the same period is shown in Figure 4 .
Health care prices Medical care consumers
Prices paid by consumers of medical care in the first calendar quarter of 1989, as measured by the Consumer Price Index (CPI) for all urban consumers, were 7.1 percent higher than in the first quarter of 1988 (Tables 6 and 7 ). The growth in the medical care component of the CPI was 2.3 percentage points higher than the increase in the index for all items.
Of the items in the medical care "market basket" priced by the CPI, prices for medical care services and commodities grew at the same rate, 7.2 percent between the first quarter 1988 and first quarter 1989. Inflation was faster for hospital and related services than it was for professional services (Tables 6 and 7) . 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 Hospital-related prices rose 11.3 percent between the first quarter of 1988 and the first quarter of 1989, while prices for professional services grew 6.7 percent. Prescription drug price growth changed little over the past 15 months, increasing 7.9 percent. Price inflation for nonprescription drugs was slower than that for prescription drugs, up 5.8 percent.
Prices for all items in the CPI were up 4.8 percent in the first quarter of 1989. Price inflation for food and beverages accelerated to 5.9 percent for the first quarter of 1989 compared with 3.1 percent for the first calendar quarter of 1988. Housing and shelter price growth slowed to 4.3 percent for the first quarter of 1989, down from 5.1 percent in 1988 quarter one ( Table 7 ). The percent change in measures of price inflation is shown in Figure 5 .
Health care providers Background on input price indexes
In 1979, the Health Care Financing Administration (HCFA) developed the hospital input price index. This input price index is designed to measure the contribution of input prices to increases in expenditures for hospital services. The nursing home and home health agency input price indexes were developed in the early 1980's. These indexes are often referred to as "market baskets" because they price a consistent set of goods and services over time. Since their creation, they have played an important role in setting payment levels and understanding the contribution of input price increases to growing health expenditures.
The input price indexes or "market baskets," are Laspeyres or fixed-weight indexes constructed in two steps. First, a base period is selected. For example, for the prospective payment system (PPS) hospital market basket, the base period is 1982. Next, a set of cost categories such as food, fuel, and labor are identified and their 198*2 expenditure level determined. The proportion or share of total expenditures accounted for by specific spending categories is calculated. These proportions are called cost or expenditure weights. There are 28 expenditure categories in the 1982-based hospital regulation market basket. In the next step, a price proxy is selected to match each expenditure category. The purpose of the price proxy is to measure the rate of increase of the goods or services in that expenditure category. The price proxy index for each spending category is multiplied by the expenditure weight for that category. The sum of these products (weights multiplied by the price index) over all cost categories yields the input price index for any given time period, usually a fiscal year or a calendar year. The percentage change in the market basket is an estimate of price change over time for a fixed quantity of goods and services purchased by a provider.
The market baskets are estimated on a historical basis and forecasted out several years. The forecasted Tables 8 through 13 are forecasted and all are expected to change as more recent historical data become available and subsequent quarterly forecasts are received.
The methodology and price proxy definitions used in the market basket are described in the Federal Register notices that accompany the annual revisions of the PPS, home health agency (HHA), and skilled nursing facility (SNF) cost limits. A description of the current PPS input price index was published September 3, 1986 {Federal Register, 1986 . The latest HHA regulatory market basket was published July 7, 1987 (Federal Register, 1987a and the latest SNF market basket was published October 2, 1987 {Federal Register, 1987b .
Current data
The data are shown in all tables by quarter for the years 1988 through 1991. Each market basket is presented in two tables: the first is a percent-change table, and the second provides the actual index numbers from which the percentages were computed. The hospital market basket for PPS is in Tables 8 and  9 . The SNF market basket is in Tables 10 and 11 . The HHA market basket is in Tables 12 and 13 .
National economic indicators
In this section, we discuss national indicators of output, employment, and inflation to put healthrelated economic trends into perspective. The change in national economic indicators for 1978-89 is shown in Figure 6 .
Output and income
The gross national product (GNP), the most widely used measure of the Nation's output, was $5.1 trillion during the first calendar quarter of 1989 (seasonally adjusted at annual rates), up 8.3 percent from the same period of 1988 (Tables 14 and 15) .
Personal income during the first calendar quarter of 1989 was 9.1 percent higher than in the same quarter of 1988, and disposable personal income (personal income net of taxes) rose 9.5 percent during the same period. The proportion of disposable personal income that was saved rather than spent increased to 5.7 percent, 1.3 percentage points higher than in the first calendar quarter of 1988. 
Employment, unemployment, and earnings
During the first calendar quarter of 1989, the unemployment rate for all workers was 5.2 percent, five-tenths of a percent lower than during the first calendar quarter of 1988. Total employment (supervisory and nonsupervisory) rose 3.4 percent. For nonsupervisory workers, average hourly earnings increased by 4.1 percent while average weekly hours remained unchanged during this period.
Prices
GNP implicit price deflator (which reflects changes in the composition of output as well as price inflation), rose 4.9 percent between the first quarter of 1988 and 1989. During the same period, the CPI for all items and all urban consumers showed an increase of 4.8 percent (Tables 14 and 15 ).
The Producer Price Index for finished consumer goods, considered to reflect some of the pressure underlying inflation of consumer commodity prices, grew 5.5 percent between the first quarter of 1988 and the first quarter of 1989.
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